\T-("“ :
e Approved For Relsase 1999/09/02 : CIA-RDP79-01090/A000300020003-4

CONEIDENTIAL

L s
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SIMMARTIFS OF TRENDS AND DEVELOPMENTS

1. Ihe imnediate purpose of the gurrent Communist
propaganda theme in Germany, which claims that US planes have
dropped incendiary bombs on Fast German territory, is to vilify
the US. While a serious attempt to restrict or eliminate US
air access to Berlin is unlikely in the near future, the ine
cendiary bomb accusation could be used to "justify" eventual
Soviet restrictions and/or elimination of the Allied air

corridors,

(Page 6 )

24 Contlnued cvidence of the inereased petroleum
supply activity throushout the Soviet orbit is indicated in
the accelerated production of Soviet refineries and unconfirme
ed information that increased stockpiling of all essential
goods, including POL, has been ordered by the Kremlin,

' (Page 6 )

3. Ihe overfulfillment of the Sovict labor foree - »
plan is not refiected in comparable overfulfillment of produce
tion goals. Hence, it seems obvious that at least some of the
additional personnel are employed in seetors in which achicve~
ments are not published, or in new installations where cone
tribution to total production is thus far relatively small,

(Page g )

by In_an apparont offort to promote oconomic ties and
fo improve official Soviet-Iranian relations, Sovict Ambassader
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Sadchikoy has again called on the Iranian Prime Minister (D/ER
Weelkly, 1 Aug 50) and has suggested that Irsn send a mission
to Moseow to negotiate outstanding issues, When informed that
Iran could not send a delegation but would be glad to receive
one from the USSR, Sadchikov promised to ascortain whether the
Soviet officials enot now in Moseow) who could handle trade

- negotiations would be available to come to Tehran later,

EASTERN EUROPE
- CZIICHOSLOVAKTA

5 At a July meeting in Prague, Vishinsky requosted
Satellite aid in purchasing strategic commodities, especially
non-ferrous metals, The acquisition program is to be handled
by a Prague firm with a branch in Basel, Switzerland which
will undoubtedly be operationally more importent than the
home office,

The undertaking is probably a result of export
_ controls, combined with a fear that Western rearmament, rising
i comnodity prices, and the demand for dollars will place the
Soviet sphere in a very disadvantageous position for the
acquisition of commodities on the world market, It may also
reflect a stepping-up of the stockpiling program.

FINLAND

6, US_searches of Finnish ships have provoked a strong
reaction among Finmns who fecl that lack of faith in the FPinnish
non=gatellite status is implicd and that tho Finnish anti-

—2-

CONFIDENTIAL

Approved For Release 1999/09/02 : CIA-RDP79-01090A000300020003-4



-+ Approved For Release 1999/09/02 : CIA-RDP79-01088A000300020003-4
,*’@‘@WDENX\BL

- Communist front is thercby weakened.
‘ ' (Page &)
HUNGARY

T A trend toward releasing important Hungarisn Come
punists from Govormmental administrative dutdes so thet thoy
may devobe moro time to the Party 1s probably aimed at strengthe
oning tho Hungarian Communist Party, elthough it may be part
of the preparation for a shift of the Party leadership. '

(Page 9 )
84 Hungorion Conmunist offorts to eliminate Soetal

Democrat influence (D/FE Weckly, 25 July 50)_may_bo_supplew
mented by a major show trial involving leaders of the former
Social Democrat Party. Such a trial might also be used in an
attempt to discercdit tho Hungerian Social Democratic emigros
and, indircctly, their Soclalist allies in Westorn Europe,
Grounds for charges would probably be based on some truth
inasmuch as it is known that Social Democrats are responsible
for most of the industrial sabotage and that they have an
esplonage network throughout the country.

POLAND

9, The Polish Communist Party hes reverted to the
principle of & mass party in order to promote attaimment of
the recontly ralsed goals of the six=year plan, It scems
improbable that the new measures taken by the Party will
insure this success,

(Page 11 )

10, The_collectivization of agriculturc in Polend has
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entered & new_phage, which suggests that the Govermment is
aiming for a substantial oxtension of collectivization after
1955, It is belicved there i1s a good chance that the Goverm
ment will attain this goal,

(Pogo 12)

11, With the ropunciation of their agreement with the
FIAT motor complex in Ttaly, the Polish Govormment appears to
have forfoited its opportunity to have a domestic motor
lpdustry. The chief gain to the USSR as n result of this
Soviet-dirccted action, is & reduction of the numbor of vehiclo
types in the Orbit and tho resultant simplification of the
problom of sparc-parts supply in the future, ‘

(Page 13)
YUGOSLAVIA

12, Ihe alarming growth in the projocted 1950 Yuposlav
balance of payment doficit botwecn Februnry and 1 June is tho
Latest throat to Yuposlav cconomy and Iitols ability to

resist the Kremlin, In the four month intorval tho ecgtimated
defieit incroased $56 million - from $75 million to $131 milldion,

(Page 14)

INTERNATIONAT, COMMUNISM

13, There has been an incrcasing tendency on the part
of Ttallan Communist leaders to stross the thome that Communists
st _be vrepared for a long struggle with their intornal enemics,
This is a reflection of recent warnings against the belicf in an
corly and casy victory of world communiem which were implicit in
Stalin's latest publication on linguisticse, '

(Page 15)
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14, Belief that the ostensible chanee i policy of the
Comprunist Party of India (D/ER Weeckly, 1 lug 50§ would not
actually Joad to the abandonmont of violent tactics has now '

been confirmed. Instead of taking tho moderately inelined P, G,
Joshi back into the perty, as was anticipated in some quarters,
the Centrel Committoc has confirmed his oxpulsion and charged
him with trying "to take the party back to the old reformist-
line of peaceful, constitutional opposition to thelr encmies, a
line which has nothing to do with the international proletorian
movement " In addition, S, 4, Denge, Communist labor leader
recently released from prison, has reitorated his stand for an
army of liberation in the rural arcas - tho major objeetive of
the CPT at this time,

-5 -

SECRET

Approved For Release 1999/09/02 : CIA-RDP79-01090A0003Q0020003-4



A’pproved For Releeise 1999/09/02 : CIA-RDP79-01099A000300020003-4

SECRET

EASTERN EUROPE

USSR

T ey

Soviet—EaSt German Incendiary bomb accusation nan
aimed at vilification of US

The immediate purpose of the current Communist
propaganda themo in Germany, which claims that US prlanes have
dropped incendiary bombs on East Gorman territory, is to
vilify the US, While a serious attempt to restrict or clinin-
ate US air access to Berlin is unlikely in the nocer future,
the incendiary bomb accusation could be used to Wiustify"
oventual Sovict restrictions and/or elimination of the Allied
alr corridors. The now propegande theme, unlike the rocent
Colorado bectle charge, diregtly involves lmerican use of ‘the
alr corridors., The alleged bombing near Dossau is claimed to
have been the work of a US plane en route from Frankfort to
Berlin,

The cancellation of the East Germen Government's
request that tha USSR institute measurses to protcet East
German territory from US planes scems to indicate that +the
Kremlin is not roady to take drastic action against US Berlin
air rights, The incendiary bomb accusetion has not yotb '
become a major propaganda issuc, but there have alrcady been
"spontancous" outbursts of indignation from both individuals
and groups of workors in East Gormany, (SECRET) '

USSR _petroleum industry probsble mainstay npw
in Satellite militery stockpiling

Continucd evidence of the inecrcased petroloum
supply activity throughout the Soviet orbit is the step.up
of production of Soviet refinerics which bogan in the first
part of May, A coordinated military POL stockpiling program

-6 -
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 in the Satcllites (D/EE Weekly, 8 Aug 50) which has beeh stead=-
ily increasing since May, together with the increasing Soviet
POL productlon, possibly complotcs & unificd pattorn of stock-
piling.

Although there is positive evidence of military
stockpiling in the Satellites, there was no information until
recently which linked any unusuel activity in the USSR petro-
leum industry with this program. A series of twelve Soviet
press articles, however, now roveals that the Soviet contribu~
tlon to the pattern being cstablished throughout the Soviet
orbit is its successful effort to increasc refinery output,
particularly in the production of light petroleum products,
Some of the largest rcfineries in the USSR have been exceeding
their quotas of light products since the carly part of May,

According the Swiss sources, increased stockpiling
of all essential goods, including POL, in the Soviet Unlon has
been ordored by the Kromlin, Furthermore, "the State Adminis-
tration is currently being decontralized, and concurrcntly,
docentralization of the big stockpiles of raw matorials and
foodstuffs is taking pla coo“

Together with other oll regions in the USSR, the
Baku oll fields, previously lagging behind the other oll areas
in the rate of annual increase, have been fulfilling, and in
some cases, excecding their goals, Previous Sovict articles
not only pointed out the achlevements but also the shorte
comings of the individual plant, trusts, or industry; the
current articles, however, cmphasize thelr accomplishments
only,

“Another factor indicating the trend toward Soviet
support of this program ls the fact that by the end of 1950,
nearly 70 percont morce manpower will have cnbered the non-
agricultural labor force than had beon cnvisaged by the Five
Year Plan, The increcse in personnel in the petroleoum industry
is probably even greater, by rcason of its strategic naturc,

The information available ls insufflcient to warrant
“ 7 -
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a conclusive ostimato of the situation, but it appears to he
a shift from planning to the operations phase, (SEORET)

Sovict labor forco plan overfulfillmont e
not, roflocted in production achicvements

With the incroase of 2,4 million in the number of
workers and cmployees in the natlonal economy of the USSR
announced at the ond of the second quarter of 1950, it now
appears that the actual increment during the coursc of the
Five Yoeoar Plan will oxcced the plenned incrcment by approxi=-
natoly 70 percent, ylelding o total of approximately 37
million., The mmbor of greduates from both highor educational
institutions and secondary schools will apporently cxceed
planned goals by a noarly proportionate smount, In tho last
two years the proportion of the total new workors being ‘
assigned to industry, comstruction, transportation and state
agriculture has also beon increasing.

Since the overfulfillment of the lebor forecc plan
has not had a proportional effect on published production
achicvements, it sccms cbvious thet ab least some of the
additional porsonncl are employed in scetors in which achiove= .
nents arc not published, for sccurity rcasons, or where cOh=
tribubion to total production is thus far relatively small,

(COT\IFIDENTIAL)
EASTERN EUROFE
FINLAND
Strong Finnish reaction bo now US.customs rorulations “Bﬁ

Recent US scorches of two Finnish ships have con-
tributed to the weakening of the anti-Soviet front in Finland

-8 -
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in the opinion of Finnish Soecial Democrats, Party leaders feel
that such action on the part of the US, plus US roverses in

Korea, have produced an evident further weakening of resistance
to the USSR among some bourgeois cloments who tond to feel that
Finland's only altornative is to appease its poworful neighber,

The Soclal Democratic Party is willing to guarantee
that no sabotago materials will be placed on ships in Finnish
harbors, with the exception ofKemi harbor, since there are
enough Party observers in all harbors except Kemi to provent
Commnist dock workers from smuggling such materials aboaxrd,

The Finnish Forcign Office hos boen distressed at
the Implied classification of Finland with the Soviet satellite
states of Eastorn Europe and is concerncd that deterioration
ceused by delay, plus the oxpenses which will be incurred if
such scarches arc continued, will put Finnish products at a
disadvantage on the US market in comparison with similar products
from Scandinavia, Finlandis reputation in the western world is
of 80 great concern to the Fimmish Govorment that the Finnish
Forelgn Minister has offored, as an alternative to US scarches,
to institute inspection of Finnish ships in Finnish ports and
to have all US bound ships procecd dircetly to the US,

Since the Finnish people are jealously proud of:
thoir position as en independent country on the USSR border,
they are quick to resent what they consider a lack of good
faith on the pert of the US, and they arc concerned that +the
Finnish Cormunists should be thercby furnished with such
excellont propagonda grist, (SECRET)

HUNGLEY

Loading Hungarian Communists

[ =

assume now Party role ‘ tan

The reeent assigmeoent of throe of Hungary's top
Commmists to an important Party task, following their roleasc

-0 -
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from most of their govermental snd administrative rasponsibili-
tics, 1s probably intended to permit them to devote full time to
strongthening the Communist Party. Jozsef Reval, Janos Kadar
and Istvan Kovacs arc all expericnced in Porty organizational
work, Revei has becn responsible for the Comrmmist indootrinne
tion of the poople, Kovacs was in charge of the mass screoning
of the Party in 1948-49, and Kadar has had a mejor role in the
devclopment of the cadre system.

The necessity for educating the Party moembers, dine
creasing the efficioncy of the Party organization and training
tough Party cadres has been incrcesingly stressed during the
post fow months, Efforts toward these ends includeds (1) a
scrics of radio seminars on political and theorotical aspacts
of Commumism, (2) eleetion of new local Party officials throughe
out the country, and (3) the clection of now members 4o the
Contral Comuittee, Politburcau, Orgburcau and Control Commission.,
In the elcetions the cmphasis has beon on the noed for youngcr .
Party members of working class origin, Bub the problen of Party
roliability remains and those threc men may have been called on
to solve it,

The task of the throc Communist lcaders nay go
boyond that of mercly strengthening the Party organization and
membership; 1t may include furthor preparatory work for tho
oustoer of Rekosi or somec of the other Important Conmunist
officials, 4n increcasing mmbor of Rakosils followcrs arc
being elininated, eithor because thoy have outlived thoir usce
fulness or because Rakosl himsclf is in tho rrocess of being
isolated from his supporting associatos,

Evidence that Rakosi may be on his way out is ine-
dicated by the reecent acceleration of tho compaign against the:
kulaks, tho increased usc of forco agninst- the Catholic Church,
and the drive against the Social Democrats, all of which
measures are contrary to policics advocated by Rakosi, If a
shift of the leadership of tho Party is in process, it will
require long and carcful. preparation, a logical task for three
such capable men as Reval, Kadar and Kovaes, none of whom arc
Rakosi mon, (SECRET)
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Gommunist Party rosunes mass composition . nam

: To promote. attainment of the recontly raised goals of
the current sixeycar plan, the Polish Communist Party has announced
abandomment of the principle of an clite Party and has roeverted to
the nmass Party. Ruthloss extirpation of all romnants of Polish
nationalisn and the complote uprooting from the Party of the
Gomulke deviation, i.e, oradication of national communism, have
also becen demanded, In this fashion the Party undoubtedly hopes
to croate identification of the masscs with the six=ycar plen
and to channcl their nationalist enorgics into cooperation for its
successful completion,

To achieve these aime the Party will, according to
Mine, Poland!s top cconomist and prominont Party loadery onlist
new mewbers to be trained within tho Party as activists to lead
and control the masses, Further, Mine called for the enlistmont
of a groator percentage of workers in the Party ranks, and one
phasizod that the Party must lead the massos and, sinultancously,
be conposed of the nassos,

During the past cight months the Party has subjected
the rank and file to intensc checking for reliability and effic-
loncy and nust estinote that it now has a relatively roliable
merborship ond high degree of control, If the doors to membor-
ship are to be oponed wide azain to the nassecs, who arc untroined
and 8till uncompronisingly nationslistic and enti-Cormunist, a
new process of purging and checking will Invariably be required,
Morcovor, unless more stringent Party control methods arc token
and unless the Party is able to train a sufficicnt mmbor of
reliable actlvists and cadres, which so far tho Polish Corrmunists
have been conspleuously unsuccossful in doingy now deviations may
rond the Party's clook of monolithic unity,

Furthernore, since the revised goals of the sly=ycar
plan will demand greater effort on the prart of the already over-
worked masses, and despite the fact that the Party has rofincd
and improved its methods of control, it scoms that these now
neasurcs will not, in thomsclves, insure the attainnent of the
new ccononic goals, (SECRET)
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Polish sgricultural cq;lcétivization to be speedod nan

The colleetivization of agriculture in Poland is
definitely entering a now phasc, the whole progran being
developed at a pace geared to the reviscd six=ycor plan for
industrialization, This suggests that the Govormmoent is aire
ing for a substantial oxtonsion of collectivization aftor 1955,
Not only will this program contribute to improvod Statc cone
trol over agricultural production, which is noccssary in order
to ecarry out tho industrial phasc of the current slx-ycar
plan, but it will also finally place the Polish peasant copme
pletely under the thumb of the Govermont,

To enforece 1ts collectivization progran, the
Commmnist Party has made it clear thet coorcive measurcs such
as discriminatory use of State aid, withholding of farm machine
ory from independent poasants, curteilment of outlets available
to individual peasants, withholding of consumer supplies from
privoto pessant, taxotion, and terror, will be used morc oxe
tonsively,

Rocontly released official figures pieturce the
current harvest of grains and tho livestock supply to be largor
than average, For cxample, this fall and winter, when tho
harvest 1s in the hands of the State, the Goverment would be
in a favoreble position to force the formation of many new
colleetive farms, Overt opposition to collcetivization has
weakened consilderably, although therc ig still a great silent
opposition, Tho poasant is watehful but helpless, while the
Government 1s beconing more forceful,

An inportant factor which will permit the Governe
ment to disrcegard possible crop losses caused by collectivi--
zation 1s the Government!s plan to have accunulated, by 1955,
an alternate grain supply, rcceived from stato farms, totalling
oncwfourth of the basic grain crop, This would be cnough to
supply urbon needs, Since there is a good chanch of succoss
for this plan, it scems probablc that by the ond of the curront
glxycar plan, the Communists will heve schieved a considerable
degree of collectivization, (CONFIDENTIAL)
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Poland forfeits opportunity
for donestic motor industry : npn

By rcnouncing their agreement with the FIAT motor
complex, the Polish Govermiont appears to have forfeited its -
opportunity to have a domestic notor industry, The agreenent,

. hade in 1948, called for the construction of a' FIAT factory at
Warsaw, as well as the initial delivory of 24000 trucks to
Poland, The new factory was to be limitod at first to the
assenbly of Italian vehicles, graduslly developing over several
years to full domestic manufacturc, Now, Soviet trucks are to
be asscmbled in the plant,

Poland?s official reason for terminating the agree-
ment was the inability of tho Italian Govorment to reach AETOCw
mont with Poland on hor prewar - i,c.: capitalistic Polandl's -
debts to Ttaly, The real reason appears to have hoon intervention,
because renunciation works to the advantage of the USSR and to
the disadvantage of Polend,

Poland will thus forfeit sure imports of good. quality
trucks for uncertain imports of inforior trucks, at a tine when
any cutback in acquisitions will be most detrimontal to overe
camitted truck inventorics, Remuneiotion will delay, if not
stop, the establishment of a real domestic motor vehicle industry,
It 1s unlikely that the USSR will assist, or cven permit, Poland
to bulld its own indepondent motor industry in the future., Poland
gains only the doubtful advantage of exchanging dopendence on the
West for dependence on the Soviet Union for supplies of sparc
ports and vehiéles, The Soviet system of prico fixing will nake
this cxzchange very exponsive for Poland,

The Sovict Union gains its first sceurc forelgn
market for nmotor vehicles which it will protect by denying domestic
vroduction, and oxploit by ruthless control of prices, resulting
in fower vehicles for Poland and delayed development of notor
-~ transport for the civilian cconary. FIAT has estinated that rce
nuneiation reduced their overall production by sixteen million
dollars, A factor contributing to the action may have been the
Soviet intention thus to inercase unemployment in Italy, Tho
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chief gain to the USSR, however, is a reduction in the number of
vchicle typos in the Orbit and the rosultont sinplification of
the problen of sparc=parts supply in the future, (SECRET)

YUGOSLAVIA

Tugoslavialts deteriorating financial situstion nAlY
appears incapable of near term solution

The alarnming growth in the projocted 1950 Yugoslav
balance of payment deficit botweon February and 1 Junc is the
latest threat to Yugoslav oconory and Titols ability to resist
the Kremlin, In the four month interval the cstimated deficit
inercagsed $56 nillion - from &75 million to $131 nillion,
Apparently Tito will not modify the Five Year Plan by curtalling
cxpensive industrinl purchases in favor of consumer goods, but
will contimie to gemble on having the deficit covered through
Western aid, Politieal ideology, expectod financlal assistance,
end five yoar plan successecs to date, combined with the knowledgo
of his valuc to the West, will undoubtedly rosult in no import-
ant nodification in Titots plens,

Present and prospective financial grants from the
US and ECA-supported Furope, if supplemontod by a $25 nillion
IBRD loan, could cover the deficit, Prineipal contributors
will be the Exlmport Bank (s minimum of $45 nillion), the UK
- ($14 million), Wostern Germeny (%510 nillion), and Bolgium
$3 to %5 million). |

‘ Spceial Western Gormen and lAustrian credits of $20
to $25 nillion and 15 to $20 million respectively will probably
congtitute the balance of assistance,

The mognitude of Yugoslavials balance of payments
deficit stoms primarily from two factorss +the cost of capital
equipment imports and the necessity of froeing the nilitary
establishment from depondenco on Orbit matorial, Othor oxpenses
are incurred by paynents on nationalized propertics settloments
and sorvieing of loans already contracted, Before balanco of
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paynents can attain a lovel even approaching cquilibrium, cxport
rogoipts will have to be inereasod through tho installation and
operation of modern mining machinory and tinber-handling equip~
ment, Meamwhile, oxport prospects, already hurt by corn, henp,
and other crop shortfalls, could be improved by sacrificing
cortain long tern featurcs of the Five Year Plan in fevor of
grocter production for export,

Yugoslavia, an avowed Comrmunist country, is unable
or wwilling to supply rclisble statistics, It is, therefore,
difficult to determine their cxact ecconomie status, although it

. is apparent that thore is a deelining standard of living and o
growing deficit in balance of payments, To offsct the latter
situation, their natural resources arc bettor than average for
Southeast Burope, ond non-forrous motal and agricultural cxports,
if proporly developed, could readily supply sufficicent forcign
exchange to sorvice oxtornal loans. (SECRET)

INTERNLATIONAL COMMUNTSM

Doctrinal doubletalk : _ npn

Thore has beon an increasing tendency on the part
of Ttalian Cormunist Party leaders to stress the theme that
Corrunists must be propercd for a long drawn-out struggle with -
thoir internal oneniics, US offieials belicve it is likely that,
at least orally, militants are being instructed not to expect
Pinal vietory without the direct support of the Red Army. 4n
important doctrinal article appecring recently in the Italian
Comnunilst Party publicotion devoted to Corrmmist theory states
that the struggle to prevent or delay war provides the basis
for new forms of struggle for peace in case a war should break
out despite all efforts to prevent it, The “struggle for peace
in wertime is to consist of cfforts to trensform the imporialist
wor into populnr insurrcction for peace end for clinmination of
the causes that generste war., Tronslated fron Cormunist double-
talk into plain English this would moant in order to have peace
on Moscow terms, war may be nccessarys; thus peaco nay have to bo
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achicved through war,

The doctrine sct forth in the article fits into a
pattorn of recent doctrinal wernings against bolicf in an early
or easy victory of world cormmunisn, Those theorobical pro- -
nouncenents, particularly Stolin's gtatenonts on linguistics,
hie poaffirmation of the Meapitalist cneircloment," and his bat
plication that the Mwithering awoy" of the state is still a
wtopla, reflect o realization on the part of the Conrunists
thet the struggle ahead will be o long and hard onc involwving
now and unoxpceted saerifices, (SECRET)
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